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Some states, however, like Massachusetts, make a distinc-
tion between foreign and domestic corporations, exempting
the shareholders of domestic corporations (or taxing them only
through a simple tax on the corporation itself), but assessing
the shareholders of foreign corporations on their shares.
This practice has given rise to considerable controversy ;l
but from the standpoint of justice in taxation it can be de-
fended only to a very limited extent. According to the
principle of relative economic interests, the shareholder of
a foreign corporation is indeed under a certain obligation
to support the state of his residence. The proper way to
satisfy the conflicting claims is, however, to have the foreign
state, which taxes the corporation, divide the tax according
to some agreement with the state where the stockholder
resides. To tax the shareholder when the foreign state
already taxes the corporation seems inadmissible; while en-
tirely to exempt the shareholder is unfair to the state of his
residence. Some modus mvendi ought to be arranged; but so
long as it does not exist, the New York rule should be followed.

Such is the situation in regard to shares of stock. The
same question can, of course, arise in reference to mortgage
bonds. As regards the simultaneous taxation of corporate
property and the individual bondholder, the disagreement
is less profound only because corporate loans are, as we
know, rarely taxed. In the one commonwealth, Connecticut,
where certain corporations pay what has been pronounced
a property tax on the value of their stocks and bonds,
it has been held not to be double taxation to assess the
individual bondholder as well as the corporation.2 Yet

chap. 42, sec. 10; N. J. Revis. 1877, p. 115, sec. 64. C/. Smith vs. Ram-
sey, 25 Vroom, 646 (1893); Lockwood vs. Weston, 61 Ct. 211 (1891); City
of San Francisco vs. Mackey, 22 Fed. Rep. 602.

1 This has been the law since 1836. But up to 1866 taxes paid on Massa-
chusetts real estate and machinery by the foreign corporation were deducted
from the tax on the shareholder. Mass. Rev. of 1836, chap. 7, sees. 2, 4;
Dwight vs. Boston, 12 Allen 316. Of. Crocker, The Injustice and Inexpe-
diency of Double Taxation, 1892; R. H. Dana, Double Taxation Unjust
and Inexpedient, 1892.                2 Bridgeport vs. Bishop, 33 Conn. 187.